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WASHINGTON D C. 19448

B-199567 July 24, 1980

The Honorable.Ronald !t. Mottl

! ot
Fart,

(// é_/(,"?OMPTROLLER GENERAL OF THE UHITED STATES ( L/l/zf‘v/

Chairman, Subcommittee on Special IV el A ety iy readtpe

Investigations
Committee on Veterans Affairs
House of Representatives

Dear Mr. Chairman:

You requested our views as to the legal authority of the
Office of Management and Budget (OMB) to direct the Adminis-
trator of Veterans Affairs to stop work under certain Veterans
Administration (VA) contracts, At issue are letters dated
Noveimber 20, 1979, and December 26, 1979, from the OMB Director
and the 0/B Associate Pirector for Human Resources, Veterans,
and Labor, respectively, to the VA Administrator directing
such action,

In a written response for the record of a hearing of your
Subcommittee held May 1, 1980, the Director of OMB's Office of
Federal Procurement Policy (OFPP) asserted such legal authority.
The OFPP Director's position is based on (1) the authority pro-
vided OB by 31 U.S.C, 16 to prepare the budget, whlch includes
the authority to revise, reduce or increase agency appropriation
cequests; and (2) a Presidential memorandum dated May 3, 1979,
directing OMB to "oversee governmeht-wide efforts to combat
fraud, waste and mismanagement in program operations."

You question whether this action by OMB is an unwarvanted
Intrusion on the autonomy of the Admianistrator of VA, in view
of the authority provided by 38 0.S.C, 210 and 213 to the Ad-
ministrator of VA, which includes the authority to conlkract for
necessary supplies and services.

The statute upon which the OFPP Directdéf relies, 31 U.S.C.
16, provides in part as follows: N .

"There is in the Executive Office of the
President an Qffice of Managenent and Budget

* * * The Office, under such rules and
regulations as the President may prescribe,
shall prepare the Budget, and any proposed
supplemental or deficiency appropriations,
and to this end shall have authority to assem~
ble, correlate, revise, reduce, or increase
the requests for appropriations of the sev-
aral departments or establishments."
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Lo tne OB Director, as rollows:

" omx ¥ x cpsviding direction and overseeing
qovernrment-wiaue efforts to combat fraud, waste,
and mismanagement .n program operations,"

As you point out, the Administrator of Veterans Affairs
i1s responsible, upder 38 U,.S.C, 210, for the control and man-
agenent of the VA, including the authcrity to enker into con-
" tracts provided by 38 U,5,C, 213, However, this authority is
subject to the direction of the President, Inasmuach as 0!iB,
which is in the Executive Office of the President, exerciscs
certain government-wide management functions in the budgeting
and apportioning of funds, and inasmuch as QMB operates under
such rules and requlations as the President may prescribe,
it is our opinion that the reliance by OMB opn a Presidential
memorandum providing OMB authority to combat fraud, waste,
and mismanagement government-wide as authority for directing
the issuance of stop work orders provides at least an arquable

basis for such a position.

Further support for the OMB position is provided by
reviewing the facts leading to OMB involvement in this mat-
ter. In the November 20 letter, the OMB Director otffers two
reasons -for OHN8's interest in VA's computer procurenents:

"k % % pPirgt, they exedblify the )
year—-end spenhding that this Adminis-
tration has sought to'minimize; and,
second, the health care information,
reclated expenditures, other than the
four contracts intended to lead Lo tihe

' developmnent of HCIS as a system, ap-
pear to us to ignore the fact that HCIS
has Lkeen denied in. the last twvo VA bud-
gets because it was not being develgoed
as a system., These contracts would :
accomplish throuqh rerrograrming pre-
cisely ‘the uncoordinated errorts that
were denied in vour 1979 and 1280 bud~
gets." (Enphasls added.)
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However, the more inmportant question, in ocur view, is
the legal etrect of an CHB directicn. to stop work on specific
centracts or rmore specifically of a refusal by the VA Admin-
istrator to comply with an OMB direction to that effect,
Sinc: the authority relicd on by OB, 31 U,5,C. 16, provides
no mechanisn for legal enforcement of a direction to issue
stop worx orders, there would appear to be no mandatory legal
means to compel compliance by the YA Adminigstrator in the
event of his recalcitrance, In a practical sense, however,
the administrative sanctions available to 0MB, assuming Presi-
dential concurrence, such as removal of the VA Administrator
frem office or nudget cuts in later appropriation requests,
are certain to influence the VA Administrator's decision in
a situation sucl as this.

“hat appears to have happened here is-thauv the VA ‘Adminis-
trator agreed to QMB's stop work direction in order to consider
OMB's questions concerning the propriety of the contvacts in
questcion. f[ollowing the issuance of stop work orders by Vi,
the two agencies have engaged in an exchange of corrvesvondence
and «aiscussions resulting in determinaticns by VA to terminate
some of the contracts under consideration and continue others,

<

T2 the extent this cooperativé'endeabor results in termin-
ating certain procurements because rthey are not presontly needed,
or in procuring needed services and supplies in a more orderly.
manner consistent with applicable procurement laws and regula-
trons, we endorse it, Also, at vour request, our flunan Resources
Division is <valuating Ya's actions in connectinn with several
of the tersinated contracts., '

Sincerely yours,
/ p .
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Comptroller General
of the United States:
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